For UBS marketing purposes

Raw gold (Shutterstock)

Cooling inflation and hot
geopolitics spell higher gold
prices ahead

16 July 2024, 2:00 pm HKT, written by Jon Gordon

Gold is on track for its third consecutive weekly gain, benefiting from surprise progress on inflation and more
dovish commentary from Fed speakers. Lower rates are a key driver for higher gold prices this year, but it's
not the only one, with ETF buying, global conflict, and election uncertainty all offering support, too.

Gold prices have steadied near USD 2,377 per ounce on Friday, on track for its third consecutive weekly gain after cooler-
than-expected US inflation data and reassuring Federal Reserve commentary. US headline CPI for June fell 0.1% month
over montbh, its first decline since December 2022, while the core measure (ex-food and energy) rose just 0.1% m/m in
June, its slowest pace in three years.

Following the data, San Francisco Fed President Mary Daly expressed “relief” on inflation but said progress could be
bumpy, with one or two rate cuts this year “more or less” appropriate. Chicago Fed President Austan Goolsbee likened
keeping rates steady to tightening policy. The CPI report has added to market confidence that Fed easing is imminent,
leaving markets pricing in a 90% chance of a rate reduction at the September policy meeting, up from around 70%
prior to the CPI data.

Declining US rates tend to support gold prices as this reduces the opportunity cost of holding the non-yielding asset.
Alongside positive inflation and rate dynamics, we see several other factors supporting gold prices in the months ahead:

ETF, central bank buying is continuing. Following the financial and debt crises and more recently the war in Ukraine,
a number of central banks are now questioning the safety of holding USD- and EUR-denominated assets. Many of these
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central banks are instead choosing to fill their reserves with gold, leading this group to account for nearly a quarter of
total gold demand. With de-globalization and de-dollarization trends likely to continue over the decade ahead, we see
yearly average buying remaining above the previous levels. At the same time, ETF inflows are starting to show signs of
life. Global physical gold ETFs drew their second straight month of inflows in June, growing by a net USD 1.4bn among
stronger demand from Asia and other lower-yielding economies, according to World Gold Council data.

Global conflicts and wars are not cooling off. The precious metal remains a preferred hedge to global conflicts for
many investors at a time when the world is not growing more peaceful. NATO leaders in Washington this week announced
new weapons and long-term aid for Ukraine on its “irreversible path” to integration, and the US pledged to deploy
longer range missiles in Germany in 2026. The 32 NATO allies for the first time labeled China a “decisive enabler” of
Russia’s war, drawing complaints of “lies, incitement, and smears” from Beijing. Closer Russia-North Korea ties have also
alarmed South Korea and Japan'’s leaders. Elsewhere, complex Gaza ceasefire talks continue amid continued airstrikes
and hostilities. Yemen’s Houthi rebel forces have claimed responsibility for new strikes on maritime trade vessels, keeping
pressure on global supply chains.

Elections are clouding the policy outlook. US President Joe Biden on Thursday hosted an hour-long unscripted press
conference, as he seeks to reboot his candidacy and counter viability concerns following his shaky debate performance
last month. Pressure on Biden to step aside has ramped up, with CNN on Thursday reporting private doubts from Nancy
Pelosi and Barack Obama over his electability. Following the late June debate, we have raised the probabilities of a second
Trump presidency. Political uncertainty is not limited to the United States, with the surprise surge of France's left-wing
New Popular Front (NFP) alliance in the second-round legislative elections resulting in a hung parliament, posing new
uncertainty on fiscal spending and the composition of government.

So with all these factors in view, we remain most preferred on gold in our global strategy and anticipate higher prices in
the months ahead. We forecast gold could rise to USD 2,600/0z by the end of this year, and to USD 2,700/0z by mid-2025.
For investors considering portfolio level exposure, we view gold as an effective hedge for geopolitical polarization and
conflict, inflation, and excessive deficits. Investors should also prepare their portfolios for lower rates by locking in still-high
yields on quality bonds and by managing liquidity needs through bond ladders. Alongside modest allocations to gold, we
recommend that investors diversify their portfolios to balance equity and fixed income exposure against less-correlated
alternative assets, such as private market and hedge fund exposure.
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This document is prepared and published by the Global Wealth Management business of UBS Switzerland AG (regulated by
FINMA in Switzerland), its subsidiaries or its affiliates ("UBS"), part of UBS Group AG ("UBS Group"). UBS Group includes former
Credit Suisse AG, its subsidiaries, branches and affiliates. In the USA, UBS Financial Services Inc. is a subsidiary of UBS AG and a
member of FINRA/SIPC. Additional Disclaimer relevant to Credit Suisse Wealth Management follows at the end of this section.
This document and the information contained herein are provided solely for your information and UBS marketing
purposes. Nothing in this document constitutes investment research, investment advice, a sales prospectus, or an offer or
solicitation to engage in any investment activities. This document is not a recommendation to buy or sell any security, investment
instrument, or product, and does not recommend any specific investment program or service.

Information contained in this document has not been tailored to the specific investment objectives, personal and financial
circumstances, or particular needs of any individual client. Certain investments referred to in this document may not be suitable
or appropriate for all investors. In addition, certain services and products referred to in the document may be subject to legal
restrictions and/or license or permission requirements and cannot therefore be offered worldwide on an unrestricted basis. No
offer of any product will be made in any jurisdiction in which the offer, solicitation, or sale is not permitted, or to any person
to whom it is unlawful to make such offer, solicitation, or sale.

Although all information and opinions expressed in this document were obtained in good faith from sources believed to be
reliable, no representation or warranty, express or implied, is made as to the document’s accuracy, sufficiency, completeness or
reliability. All information and opinions expressed in this document are subject to change without notice and may differ from
opinions expressed by other business areas or divisions of UBS Group. UBS is under no obligation to update or keep current the
information contained herein. The views and opinions expressed in this material by third parties are not those of UBS.
Accordingly, UBS does not accept any liability over the content shared by third parties or any claims, losses or damages arising
from the use or reliance of all or any part thereof.

All pictures or images ("images") herein are for illustrative, informative or documentary purposes only and may depict objects or
elements which are protected by third party copyright, trademarks and other intellectual property rights. Unless expressly stated,
no relationship, association, sponsorship or endorsement is suggested or implied between UBS and these third parties.
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Any charts and scenarios contained in the document are for illustrative purposes only. Some charts and/or performance figures
may not be based on complete 12-month periods which may reduce their comparability and significance. Historical performance
is no guarantee for, and is not an indication of future performance.

Nothing in this document constitutes legal or tax advice. UBS and its employees do not provide legal or tax advice. This document
may not be redistributed or reproduced in whole or in part without the prior written permission of UBS. To the extent permitted
by the law, neither UBS, nor any of it its directors, officers, employees or agents accepts or assumes any liability, responsibility or
duty of care for any consequences, including any loss or damage, of you or anyone else acting, or refraining to act, in reliance
on the information contained in this document or for any decision based on it.

Additional Disclaimer relevant to Credit Suisse Wealth Management: Except as otherwise specified herein and/or
depending on the local entity from which you are receiving this document, this document is distributed by UBS Switzerland AG,
authorised and regulated by the Swiss Financial Market Supervisory Authority (FINMA). Your personal data will be processed
in accordance with the Credit Suisse privacy statement accessible at your domicile through the official Credit Suisse website
https://Awww.credit-suisse.com. In order to provide you with marketing materials concerning our products and services, UBS
Group AG and its subsidiaries may process your basic personal data (i.e. contact details such as name, e-mail address) until you
notify us that you no longer wish to receive them. You can optout from receiving these materials at any time by informing your
Relationship Manager.

Please visit https://www.ubs.com/global/en/wealth-management/insights/chief-investment-office/marketing-material-
disclaimer.html to read the full legal disclaimer applicable to this document.
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